
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

INVESTIGATION OF THE KENTUCKY ) 

BELL TELEPHONE COMPANY, INC. 1 
INTRASTATE RATES OF SOUTH CENTRAL CASE NO. 10105 

O R D E R  

Introduction 

On December 16, 1987, the Commission initiated this case to 

investigate South Central Bell Telephone Company, Inc.'s ("SCB") 

earnings. On September 30, 1988, the Commission adopted an exper- 

imental incentive regulation plan ("incentive plan"). In that 

Order the Commission found that additional financial monitoring of 

SCB would be necessary and required that an informal conference be 

held with its Staff and parties to the case to determine appropri- 

ate records and financial monitoring procedures. Informal confer- 

ences were held October 25, 1988 and December 1, 1988. 

There have been many concerns expressed about the confidenti- 

ality of certain information SCB will be required to file during 

the course of this 2-year experiment. Up to this point, the 

parties and the St,aff, on behalf of the Commission, have been con- 

ferring to discuss the format in which the information should be 

maintained. There have been no filings into the record except 

those that have been filed pursuant to the September 30, 1988 

Order. Other reports which SCB files on a regular monthly basis 

with the Commission have continued. The Commission has made no 



determination about the confidentiality of the filings ordered to 

be maintained in this proceeding. Indeed such a determination 

would be premature. SCB should file the material ordered herein 

under a separate case number which will be maintained for the 

duration of this incentive plan experiment, Case NO. 89-076. SCB 

should note at the time of these filings whether any portions are 

deemed confidential and proprietary by SCB and should file a 

petition for confidential treatment pursuant to 807 KAR 5:001, 

Section 7 for such portions. The petition should include copies 

for the public file as well as the confidential file. At that 

point, parties to this proceeding will be given an opportunity to 

respond to the petitions for confidential treatment and the 

Commission will determine the confidential status of the material 

so filed. 

This Order addresses the Commission's determination of the 

necessary reports to be filed by SCB as well as other general 

financial monitoring requirements the Commission finds necessary. 

Reports 

The Commission has determined that SCB should file the fol- 

lowing reports from the date of this Order through the fourth 

point of test: 

Title 

1) Financial Report NO. 1 
2 )  Monthly Report NO. 4 
3 )  Financial Report NO. 5 
4 )  Budget Tracking Rpt. 10 
5 1  Monthly Report No. 23 
6 )  Monthly Analysis No. 16 
7 )  Report 2A Special 

DeSCr iption 

Income Statement 
Operating Revenues 
Operating Expenses 
Budget VS. Actual 
Employee Statistics 
Depreciation Reserve 
Telephone Plant Accounts 

Filing 
Frequency 

Monthly 
Monthly 
Month 1 y 
Monthly 
Monthly 
Monthly 
Monthly 
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In addition to the Kentucky combined data, the Commission 

finds that SCB should file intrastate data, consisting of the 

following financial exhibits, which are attached and incorporated 

in Appendix A to this Order: 

1 )  
2 1  
3 )  

Title 

KPSC Schedule 1 
KPSC Schedule 1A 
KPSC Schedule 2 

4 )  KPSC Schedule 3 
5) KPSC Schedule 4 
6 )  KPSC Schedule 5 A  
7 )  KPSC Schedule 5B 
8 )  KPSC Schedule 6 

Description 

Income Statement 
Income Statement Detail 
Capitalization and Statistics 
Regulated Net Investment 
Supplemental Information 
Expense Matrix Combined 
Expense Matrix Intrastate 
Pro Forma Adjustments 

Filing 
Freauency 

Monthly 
Month 1 y 
Monthly 
Monthly 
Month 1 y 
Monthly 
Monthly 
Semi- 
Annual+ 

* During the informal conference, it was agreed that KPSC 
Schedule 6 would be provided every 6 months coincidently with the 
filings of each point of test. 

The Kentucky combined financial data should be submitted not 

later than 3 weeks following the close of the month being 

reported. The Kentucky intrastate data should be provided not 

later than 10 weeks following the month being reported. Data for 

calendar 1988 will be required within 60 days from the date of 

this Order. 

KPSC Schedule 4 has been included to track specific issues 

not only for the past but the future. The Commission reserves the 

opportunity to incorporate additional changes to this schedule as 

they may be warranted. 

None of the above reports specifically address nonregulated 

activities. Thus the Commission finds that SCB should provide, 

beginning with the 1988 report, the Kentucky combined quarterly 
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Automated Reporting and Management Information System as filed 

with the Federal Communications Commission ("FCC") . 
Budget information for 1989 and 1990 should also be supplied. 

This information should not only show the level of activity, but 

should include details of the underlying assumptions. A written 

status of the budgetary process for 1989 and of any continuing 

delays in providing this information to the Commission should be 

filed by April 28, 1989. In the event of significant changes, SCB 

should provide updated budgets and explain applicable changes of 

assumptions. Moreover, SCB shall file on a quarterly basis, 

beginning July 1, 1989, the status of its budgetary process and 

note any changes. 

In addition to the above reported information, SCB should 

inform the Commission of operational changes and the impact on the 

management of SCB and BellSouth, of relevant orders issued by the 

FCC, the judicial system, and other entities having a direct or 

indirect impact on the earnings of the Kentucky operations. Any 

of this information which SCB considers confidential should be 

filed pursuant to 807 KAR 5:001, Section 7 with a copy for the 

public file. Further, SCB should file, at least quarterly, 

summaries of this information and any anticipated future changes 

as they relate to the incentive plan. Within 10 days of filing 

such information, SCB should schedule a quarterly meeting. SCB 

should file an agenda for this meeting clearly marking on the 

agenda items which all parties of record will be served and for 

which all parties will be invited to attend the quarterly 

meetings. If confidentiality has been granted for any items on 
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the agenda, then only Staff and the Attorney General of the 

Commonwealth of Kentucky will be invited to this portion of the 

quarterly meeting. The first meeting shall be held May 5, 1989 at 

10 a.m., Eastern Daylight Time, in the Commission's offices. 

BE IT SO ORDERED. 

Done at Frankfort, Kentucky, this 18th day of April.. 1989. 

PUBLIC SERVICE COMMISSION 
A 

Chairman 

Vice Chairhh ' ' 
, 

ATTEST: 

Executive Director 
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:011MOMYEALTH OF KENTUCKY 
FUPLIC SERVICE CMI I ISSION 
NOHTHLY SURVEILLANCE REPORT 

INCOIIE STATEMENT 
DRTE SCHEDULE I 

OPERATING REVENUES 
LOCAL NETWORK SERVICES 
NETWORK ACCESS SERVICES 
LONE DISTANCE NETYDRK 
HISCELLAHEOUS REVENUE 
UNCOLLECTIBLE REVENUE 

TOTAL OPERATING REVENUES 

OPEHATlN6 EYPEWSES 
PLANT SPECIFIC OPERRTIOWS 
PLANT NOWSPECIFIC OPERATIONS* 
DEPREClATIDNlAIIORTlZATlON EXPENSE 
CUSTOHER OPERATIONS EXPENSE 
CORPORATE OPERATIONS EIPENSE 

TOTRL OPERATING EXPENSES 

UNIVERSAL SERVICE FUND 
OTHER OPERRTING INCOHE L EIPENSES 

TOTAL OTHER 

OPERATING FEDERAL INCOHE TAXES 
OPERATING STRTE/LOCAL INCOME TAXES 
OPERATING MHER TAXES 

TOTAL OPERATING TAXES 

TOTAL EXPENSESlOTHERlTAXES 

NET DPERATIWG INCONE 

NONOPERATING INCOIIEIIEXPEWSE) -NET OF TAX 

I N C O L  AVRltABLE FOR CAPITAL 

INTEREST ON FUNDED DEBT 
INTEREST EXPENSE ON CAPITRL LEASES 
AHORT. OF DEBT ISSUANCE EXPENSE 
OTHER INTEREST DEDUCTIONS 

TOTllL INTEREST EXPENSE 

INCOME BEFORE EXTRRORDINARY ITEMS 

EXTRSORDINMY INCOE-WET OF TfiX 
NONREGULkTED INCORE-WET OF TAX 

WET INCOME 

I EXCLUDlllE MPREC1ATID)II~HORTIZATIOY 
-. ., --._-__ . . . . 



CORNOWWEALTH OF KENTUCKY 
PURLiC SERVICE CMlHlSSlON 
NONTHLY SURVEILLMCE REPORT 

UTILITY N M E  
INCOME STATEMENT DETRlL 

SELECTED ITEMS 
DRTE 

NETWORK ACCESS 
NETWORK ACCESS 
END USER REVENUE 
SWITCHED ACCESS 
SPECIAL ACCESS 
NECA REVENUE 
ULAS REVENUE 
OTHER ACCESS REVENUE 

TOTAL NETWORK RCCESS 

EXPENSES 

NETWORK SUPPORT EXPENSES 
EENERAL SUPPORT EXPENSES 
C.O. SWITCHIN6 EXPENSES 
OPERATORS SYSTEl EIPENSE 
C.O. TRANSNISSION EXPENSE 
INFORllATlON ORI6.ITERA. EXPENSE 
CABLE AND WIRE F A C I L I T I E S  

TOTAL PLAWT SPECIFIC 

OTHER PROPERTY. PLANT 
AND EPUIPHENT EXPENSE 

NETWORK OPERATIONS EXPENSE 
ACCESS EXPENSE 

TOTkL PLANT NOWSPECIFIC* 

NARKETINE 
SERVICES 

TOTAL CUSTOlER OPERATIONS 

EXECUTIVE L PLANWIN6 
EENERAL L ADRINISTRATIVE 

TOTAL CORPORATE OPERATIDMS 



COllMOWYEALlH OF KENTUCKY 
PUBLIC SERVICE COIHISSION 
M2NTHLI SURVEILLANCE REPORT SCHEDULE 2 

CURRENT MONTH AVERAGE 12 RONTHS TO DATE 
STATISTICS : : : 
------------------------------------I -----------: ----------'-I -----------. ------------I ------------. -----------. 
ACCESS L I N E S  AT MONTH END : X X X X X X X X X X X X :  X X X X X X I X X X X X :  I X X X X X I X X X I X :  X X I X X X X X X X X X :  X X I I I X X X X X X X :  
AVERAGE ncnss LINES : X X X X X X I X X X X X :  I X X X I X X X X X X X :  X X X X X X X X I X X X :  : l X l X X X X X X X X X :  X X X X X X X X X X X X :  
OPERATING REV./AVE. ACCESS L I N E  : X X X X X X X X I X X X :  X X l X X X X X l l X X :  X X X X X X I X X X I X :  : : : 
OPER. 1NC.k AFUOCIAVE. ACCESS L INE : X X X X X X X X I X X X :  I X I X I X X X X X X X :  X X I X X X X X X I X X :  : 
AVE. NET 1NVEST.IAVE.ACCESS L INE : X X X X X X X X X X X X :  X X X X X X X X X X X X :  X X I X I X I X X X I X :  
Avi .  RATE BASE I AVE. ACCESS L INE : X X X X X X X X X X X X :  I X X X I X I X I X X X :  X X X X X X X X X X X X :  
RATIO-OPER.REV.10 AVE.TEL.PLANT : X X X X I X X X X X X X :  X X X X X X X X X X X X :  X X I X I X X X X X X X :  
RATIO-OPER.EXP.10 RVE.TEL.PLANT : X X X X X X X X X X X X :  I X I X X X I X X X I X :  X X X X X X I X X X X X :  
R(IT10-PLPNT EXP. TO AVE.TEL.PLANT : X X X X I X X X I X I X :  I X X X X X X X X X X X :  X X I X X X I X X I X X :  
RATIO-INC. nvm.  TO AvE. c w i i b t  I X X I X X X X X X X X X :  IXXXXXIXXXXX:  IXXXIXIIIXIX: 
PATIO-OPER. INC. & RFUDC TO : X X X X X X X X X X X X :  X X X X I X X X I X X X :  X X X X I X I X I X I X :  X X X X X X X X X X X  : X X X X X X X X X X X X :  X X X X X X X X X X X X :  

RPTIG-NET INC. TO WE. EPUlTY : X X X X X X X X X X X X :  X X X X I X X X I X X X :  X X X X X X I X I X X X :  : 

RbTIO-NET INC. TO AVE. ERUITV : X X X X X X X X X X I X :  X X I X X X X I X X X I :  X X I X X X X X X X I X :  : 
NEIGHED COST OF DEBT CAPITAL : X X X X l X I X l X X X :  X X I X I X X X X X X X :  
LON6 TERH DEBT : X X X X I X X X X X X X :  X X I X I X X X X X ~ X :  : X X X X I X X X X X I X :  X X X X X X X X X X I X :  
SHORT TREM OEBT : I X X X X X X X Y I X X :  X X I X X X X X X I X X :  : X X I X X X X X X X X I :  X X Y X X X X X X I I I :  
NUHPER OF EMPLOYEES : : X X X X X X X X X X I X :  X X I X X X I X X X X I :  : X X I X Y X X X Y X I X :  X X X X I X I X X X X I :  

: 

REGULRTED CAPITAL : X X X X X X X X X X X X :  I X X I I X X X X X X X :  I X I X I X I X I X Y X :  : 

EXCL. RETURN ON JDlC : 

iii=ii.liiiii.i..-:==::=:=====~===~====:=~=========::=::=*~~----~=~~~====~--------=-~==========:::~~:=:= _--- -------- 



' TOPmDNNEALTH F KENTUCKY ' 
PUBLIC SERVICE CDttnIssioN 
VOWTHLV SURVEILLANCE REPORT DATE SCHEDULE 3 

UTILITY W E  
REGULATED NET INVESTRENT 

BALANCE AT RONTH END : AVERAGE 12 MONTHS TO OATE : 
REGULATED INVECTHENT : KENTUCKY : INTERSTATE : INTRASTATE : KENTUCKY : INTERSTATE : INTRASTATE : 

LAND AND SUPPORT W E T S  : 
LCND : X X X X X X X X X X X  : X X X X X X X X X X l  : : ~ X ~ X X X X X X X X  : X X l X X l X X X X X  : 
NO109 YEHICLES : X X X X X X X X I X X  : X X X X X X X l X X X  : : X X X X X X X X X X X  1 X X X X X X X X X l X  : 
AIRCRAFT : X l X X l X X X X X X  : X X X X X X X X X X X  : : I X X X I X X X X X X  : X l l X X X X X X X X  : 

GRR46E WORK EOUIPRENT : X X X X X X l X I r X  : X X I X X X X X X X X  : : X X X X X X X X X X X  : X X I X X X X I X X X  : 
OTHER WORK EQUIPMENT : X X X X X X X X X X X  : X X X X X X X X X X X  : : I X I X I X X X X ' I I  : X X X X X X X X X X X  : 
BUlLDIN6S : X X l X l l W X I X X  : X X X X X X X X X X X  : : X l X X I X Y X X X X  : X X I X X X X X X X X  : 
FlJRNlTURE : l X X X X X X X X l X  : X X X X X X ~ X X X X  : : X X X X X X X X X X X  : X X X X X X X l l X X  : 
lFF lCE EOUIPRENT : XIX( I IXXIXX : x x x x x x i x x x a  : : X X l X I X l X l X l  : X X l X I X X X I X X  : 
GENERAL PURPOSE CORPUTERS : I X X X X X X X X X X  : X X X X X X X X X X X  : : X X X X X X X X X X I  : X X X X X X l X I l W  : 

____________________________________. _------_____. ------------. ------------. ------------. . ---------__. 

SPECIAL PURPOSE VEHICLES : U X X X X X X X X X  : X X X X X X X X X X I  : : x x x x x x x x x x x  : x x i x x x x i a i x  : 

: : : 
CENTRAL OFFICE ASSETS 

ANAL06 ELECTRONIC 
D161TIAL SNITCHING 
ELECTRO-MECHANICAL 

: X X X X X X X X X X  : X X X X X X X X X X  : : X X X X X X X X X X  : X X X l X X X X X X  : 
: X I X X X X X X X l  : X X X X X X X X X X  : : X X X X X X X X X l  : X X I X X X I X X X  : 

SYITCHIN6 : : ' I X X X X X X X X X  : ' I X X X X X X X X X  : : X X X X X X X X X X  : X X X X X X X X X X  I 
OPERATOR SYSTERS : X X X X X X X X X X  : X X X X X X I X X X  : : X X X X X X X X X X  : X X I X K X X X X X  : 
R A D I O  SYSTERS : X X X X X X X X I X  : X X X X X I X X X I  : : X X X X X X X X X X  : X X X X X X X X X X  : 
CIRCUIT EPUIPMENT : I X X X X X X I X X  : X X X X X ~ X l X X  : : X X X X X X X X X !  : X X X X X X X X X X  : 

INFORMRTION DRI6.ITERtl. 6SSETS : 
STATION APPARATUS : X X X X X X X X X X X  : X X X X X X X X X X I  : : X X X X X X X X X X X  : X X X X X X X X X X X  : 
CUSTOLR PREMISE HIRING : X X W X X X X X X X X  : X X X X X X X X X X X  : : X X I X X X X X X X l  : X X X X X X X X I X X  : 
LARGE DBX : X X X X X X X X X X X  : X X X X X X l X l X X  : : X X X X X X X X X X X  : X X X X X X X X l X X  : 
PUBLIC TELE. TERRINAL EPUIP. : : X I X X X X X X X X X  : X X I X X X X X X X X  : : X X X X X X X X X X X  : X X I X X X X X X X X  : 
OTHER TERRINAL EQUIPMENT : X X X X X X X X W X X  : X X I X X X X X X X X  : : X X X X X X X X X X X  : X X X X X X X X I X X  : 

CAPLE AND WIRE ASSETS : 
POLES : X X X X X X X X X W X  : X X X X X X X X X X X  : : W X X X X X X X X X X  : l X X X X X X X X X X  : 
AERIAL CRBLE : X X X X X l X X X X X  : X X X X X X ~ X X X X  : : X X X X X X X X X X X  : X X X X X X X X X X X  : 
UNDERGROUND CRBLE : X X X X X X X X X X X  : X X X X X X X X X W X  : : X X X X X X X X X X X  : X X X X X X X X X X X  : 
BURIED CABLE : X X X X X X X X X X X  : X X X X X X X X X X X  : : X X X X X X X X X X X  : X X X X X X X X X X X  : 
SUBHARINE CABLE : W X X X X X X X X X X  : W X X X X X X X X X X  : : X X X X X X X X X X I  : X X X X X X X X X X X  : 
INTRAPUILDING NETYORE CABLE : : X X X l X l X X X I X  : X X X X X X X X X X X  : : X X X X X X X X X W X  : X X X X X X X X X X X  : 
AERIAL WIRE : X X X X X X Y X X X X  : X X X X X X X X X I X  : : X X X X X X X X X X X  : X X X X X X X X I X X  : 
CONDUIT SYSTERS : X X X X X X X X X X X  : X X X X X X X X X X X  : : X X X X X X X X X X X  : X X X X X X X X X X X  : 

RnDRTlZRBLE ASSETS 

TELEC@HMVNICPTIONS PLPNT IN SERVICE : 
TELEPHONE PLANT UNDER C O H S T R U C T I O ~  : 
PROPERTY HELD FOR FUTURE TEL. USE : 
PLANT RCRUISITIDN ROJUSTMENT 
PREPAIDS : 
RATERIALISUPPLIES 
ECCUMULRTEO DEPRECIATION 
ACCUM.0EFERRED INCOME TAXES 
UNAHORTIZED ITC PRE-JDIC : : i : : 
OTHER INVESTKNT i i : 

____-____-_-------.________________^. -_----______. ___---------. --___-_-I--. ------------. ------------. --------.---. 

____________________________________. -----_______. ------------. -___________. ____--------. ------------. 
RATE BESE 

I ____________________________________. - - - -S iE i= i= i :  :=:s===z=:=z: ==:==z====zz. =----------a. ------------. ------------ . ______-___ . ____________. ___-_------- __________________-_----------------. ---- 
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EXPENSES OF SERVICE CORPORRTION 
EXPENSES OF CORPORATE HEAOPURRTERS 

TOTAL SRLARIES ANO u n m  
SAL4RIES RND URGES EXPENSED 

TOTAL PENEFITS/PENSIONS 
PENEFITS/PENSIONS EXPENSED 

RLLOYED RATE OF RETURN-LAST CRSE.. . . 
ON NET INVESTNENT 
ON EQUITY 

EARNED RATE OF RETURN-CURRENT., 
ON NET INVESTHENT 
ON EOUITY 

DIRECTORY REVENUES 

DIRECTORY EXPENSES 

lNTRASTllTE B b C REVENUES 

kFUDi  

REVENUE RESERVES OR DEFERRRLS 

I 

: 
I 
I 
I 
I 
: 

I 
I 

: 



! COMHONWEALTH OF bENIUCYY 
, PUPLlC SERVICE COMMISSION 

MONTHLY SURVEILANCE REPORI 

AtCDUNl NO. ACCOUNT T I T L E  

PLAN1 SPECIFIC OPERATIONS 
----________ -__________- 

6110 NETWORK SUPPORT 
6120 GENERAL SUPPORT 
6210 C.O. SYITHCHING 
6220  OPERATORS SYSTEM 
6230 C.O. TRANSMISSION 
6310 INFO ORIG/T€RB 
6410 CAPLElYIRE FAC. 

TOTAL PLANT SPECIFIC 

PLANT NONSPECIFIC OPERATIONS 

6510 OTHER PLRNTIPROP. 
6530 NETWORK OPERATONS 

TOTAL PLANT NONSPECIFIC 

CUSIDMER OPERATIONS 

6blO MARKETING 
6620 SERVICES 

. IDTAL CUSTOMER OPERATIONS 

CORPDRATE OPERATIONS 

6710  EXECUTIVE/PLb"IN6 
$ .  6720  6ENERALlADMIWISlRATIVE 

TOTAL conponnx OPERATIW~S , . . -.. 

UTIL ITY NAME 
EXPENSE MATRIX 

COMPINED 
SCHEDULE 5A 

SALARIES OTHER TOTAL SALARIES OTHER TOTAL 
k WAGES BENEFITS RENTS EXPENSES ACTIVITY li WAGES PENEFITS RENTS EXPENSES n c T i v i T Y  



' COMRONYERLTH OF YEWIUCKV 
PUBLIC SERVICE COMMISSION 

' IfONTHLV SURVEILANCE REPORT 

RCCOUNI NO. ACCOUNT TITLE 

PLANT SPECIFIC OPERATIONS 
-_-_________ _---_-_____- 

bllO NETWORK SUPPORT 
6120 GEHERAL SUPPORT 
b210 C.O. SYITHCHING 
b220 DPERAlORS SVSlEIf 
6230 L O .  TRANSMISSION 
6310 INFO ORIG/TERR 
b410 CABLElYIRE FRC. 

U T I L I T Y  "!E 
EXPENSE HATRlX 

INTRASTATE 
SCHEDULE 5B 

SALARIES OTHER TOTAL SALARIES OTHER TOTAL 
k YASES BEHEFITS REHTS EXPENSES ACTIVITY k URGES BENEFITS RENTS EXPENSES RCTIV lTY '' 

TOTAL PLANT SPECIFIC 

PLANT NOHSPECIFIC OPERATIOHS 

b510 OTHER PLANTIPROP. 
b530 NETWORK OPERATONS 

TOTAL PLANT NONSPECIFIC 

CUSIOIIER OPERATIONS 

bblO HRMETING 
bb2O SERVICES 

i o i n L  CUSTOHER OPERATIONS 

CORPORATE CPERRTIONS 

, b710 EXECUTIVE/PLh"ING 
b720 GENERALIADHIWISTRATIVE 

, , .TOTAL CMlPORRlE OPERAllMlS 
- 



TOTAL AOJUSTIQNTS 

TAX EFFECT OF ROJUSTllENTS 

ADJUSTED INCONE FROII OPERATIONS 

NET INVESTHEN1 PER BOOKS 

GDJUSTHENTS TO NET IWVESTNENT: 


